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Introduction:
Working capital management is challenging task since it consists of managing various concepts of current assets, current liabilities along with managing cash, stock movement, trade receivables and trade payables as well. All these elements are inter-connected and affect the other; therefore there is always a risk to be managed. Managing one component in working capital may affect the other components and hence increasing the delicacy of the task; this means that there is always a risk-return trade off involved with working capital decisions (Al-Debi'e, 2011) . Working capital is considered as a life blood of company because most of its components are used on daily basis compared to non-current assets. The overall success of a company relies mostly on the capability of financial manager to manage all the components effectively. There is a very close relationship between working capital components and profitability of firm and this relationship plays a vital role in creating value for shareholders. Components such as company's inventory management policy, debtor's management policy and creditor's management policy are crucial for profitability performance (Vishanani & Bhupesh, 2007) . Firms can maximize their value by maintaining optimal level of working capital. Large inventory and generous trade credit policy may lead to favourable sales and also reduces the risk of a stock-out. Trade credit may stimulate sales because it allows a firm to access product quality before paying (Reheman & Nasr, 2007) . In the view of working capital management and their impact on profitability of firm, numerous studies were conducted and results varied over the period of time. However, few studies on working capital management and profitability have been carried in India, especially on steel manufacturing industry. The steel manufacturing industry in India saw a sharp growth in the past decades and it supported the economic development. Working capital management has become one of the most important issues in organizations where many financial managers struggle to identify basic working capital drivers and appropriate levels of working capital (Nazir & Afza, 2009) . Considering the importance of working capital, this study aims to examine the relationship between working capital management and profitability in operating steal manufacturing companies in India. The core objective of this study is to scrutinize the relationship between working capital components and profitability of firm by conducting empirical analysis of 40 Indian steel manufacturing companies over a period of 13 years from [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] (Pouraghajan & Emamgholipourarchi, 2012) proved that there is a significant relationship between Working Capital Management and profitability criteria of company but there is no significant relationship with the criterion of market value of company, and the management can increase the profitability of company through reducing Cash Conversion Cycle and total debts to total assets ratio. In a recent study (Bhatia & Srivastava, 2016) found negative relationship between the Working Capital Management and firm performance. The analysis was done over a long time across 2000-2014 by using Ordinary Least Square (OLS), fixed-and randomeffects model and Generalized Method of Moments (GMM) on 2,327 firm-year observations, a panel data of 179 companies listed on the S&P BSE 500 Index of Bombay Stock Exchange (BSE). Based on the results, it was suggested that there is a dire need to efficiently manage the Working Capital Management for enhanced performance.
Research Methodology:
The research is based on secondary data and the information is collected from steel manufacturing companies from 2004 to 2016. The sample data used in this study was obtained from 40 companies with total observation of 520. The sample unit was selected using convenient random sampling. Moreover, the panel data regression (cross-sectional and time-series) was analysed with E-Views 8 statistical software package. In order to look over the impact of Working Capital Management on profitability of companies in steel manufacturing sector in India, the current study used two dependent variables such as Net Profit (NP) and Return On Assets (ROA) and various independent variables like CR ( The sample data of this research was balanced panel data, with the view that the nature of the data is cross sectional and time-series. On this basis, the results of Hausman test and Wald test, fixed effect method is selected to compare the random effects since Chisquare statics revealed vital (p < 0.05) in all the models. In order to compute the standard errors in all models, white cross section was used. Furthermore, Breusch-Pagan test results was significant (p value 0.0000) and proved that the sample data is free from Heteroscedasticity. In order to check the stationarity of data panel, the unit root test is applied and the test results revealed that net profit has no unit root (probability value of ADF 0.009 and PP 0.000 at individual intercept, which is less than 0.05), and in case of Return On Assets (probability value of ADF 0.014 and PP 0.004 at individual intercept, which is less than 0.05); hence stationary exists in dependent variables. Lastly, the relationship between Working Capital Management and profitability of companies was found through two models as following, Model I:The impact of Working Capital Management components on Net Profit of sample units. NPi,t= β0 + β1CRi,t + β2ITRi,t + β3RCPi,t + β4PDPi,t + β5CCCi,t + β6CCRi,t +β7FDRi,t+β8FSi,t + ηi + λt + εi,t Volume VIII Issue 2, May 2017 76 www.scholarshub.net
Model II: The impact of Working Capital Management components on Return on Assets of sample units. ROAi,t= β0 + β1CRi,t + β2ITRi,t + β3RCPi,t + β4PDPi,t + β5CCCi,t + β6CCRi,t +β7FDRi,t+β8FSi,t + ηi + λt + εi,t whereas profitability of companies was referred to NP and ROA, while I stands for the i th firm, t stands for year t, and other variables are defined as follows, β0: Intercept coefficient ηi: Individual firm effect assumed constant for firm i over t λt: Time specific effect assumed constant for given t over i εi,t: Time varying disturbance term serially uncorrelated with mean zero and variance 1. Random error term for firm i at time t. This study includes the following variables along with definitions that have been used to test the relationship between profitability and Working Capital Management.
Hypotheses:
HP I: Receivable Conversion Period has no purposeful impact on profitability of sample units. HP II: There is a no consequential relationship between Payable Deferred Period and profitability of sample units. HP III: Cash Conversion Cycle has no relevant impact on profitability of sample units. HP IV: There is a no significant relationship over Inventory Holding Period and profitability of sample units.
Data Analysis:
Descriptive Statistics: Table II reveals descriptive statistics of collected components from sample units. All Working Capital Management variables are collected from balance sheets and in addition, the measurements of profitability variables are being done from the income statements of steel companies. A total of 520 observations (40 x 13 = 520) are collected. The average credit period granted by steel companies to their clients was 55 days, while steel companies paid to their creditors on an average period of 56 days. In respect of inventory, the steel companies observed that it took 83 days on an average basis to convert into sale. Furthermore, the mean net profit and Return On Assets are at 2.01 % and 4.73 % respectively.
Correlation Analysis:
Table III provides Pearson correlation for the variables that were used in regression model. Pearson correlation reveals the relationship between Working Capital Management components and profitability of steel manufacturing companies in India. The study found the expressive relationship among net profit and Working Capital Management components in all cases. The negative relationship between RCP and NP indicates that if the average collection increases, it would negatively impact the net profit of steel manufacturing companies in India and vice-versa. Moreover, same kind of relationship has been observed within PDP and NP. The relationship between ROA and Working Capital Management components are also informative. The study experienced negative relationship of ROA with RCP and PDP; this describes that, with the increase in average Receivable Collection Period, the ROA fall down. However, this is quite unusual in case of ROA and PDP, with the increase in Payable Deferred Period, the ROA has also declined and vice-versa. These results are backed by various studies such as the gross operating profit is highly opposite correlated with average debt receivable, cash conversion cycle (Hailu & Venkateswarlu, 2016) .
Regression Analysis:
In this section, table IV presents the empirical findings on the relationship between Working Capital Management and profitability. The study used Panel Least Squares (Cross-section fixed) approach on 40 steel manufacturing companies. The results of model I indicate that out of seven working capital management components, only three components were significantly coefficient with net profit. The coefficient of Payable Deferred Period and cash conversion cycle was negative which means that any increase or decrease in average payable period significantly affects the profitability of firm. Moreover, the study results unveiled that the 1% increase in average payable deferred period, decreases the net profits by 66.8% and if the Cash Conversion Cycle increases by 1%, the net profit of steel manufacturing companies would fall by 71.8%. The same result have been found in literature as well (Raheman & Nasr, 2007) , (Charitou, Elfani, & Lois, 2010) , (Al-Debi'e, 2011) , (Jayarathne, 2014, February) . With the increased Cash Conversion Cycle, profitability is declined and ultimately there is a delay in cash inflow which means that by reducing the time lag between paying for the goods purchased and sales collection, the profitability of firms can be increased. At last, the study found the relationship between inventory holding period and net profit to be positive i.e., 1% increase in average holding period will increase the net profit by 88.3%. Thus, based on the results of Model I, only one null hypothesis is accepted i.e., there is no significant relationship among receivable conversion periods and net profit of steel manufacturing companies in India. The null hypotheses of II, III and IV are rejected, since PDP, CCC and IHP have significant impact on the net profit of steel manufacturing companies in India. The overall R-squared is 0.889 proves that there is an immensely-exorbitant relationship found Volume VIII Issue 2, May 2017 77 www.scholarshub.net throughout net profit and Working Capital Management elements and adjusted R-squared is 0.878 which means that more than 87% variance in dependent variable is due to independent variables. In table V, ROA is a dependent variable and the independent variables are taken as in the first model. The tabulated results exhibits that most of the independent variables are not significantly associated with ROA; only Cash Conversion Cycle has significant impact on Return On Assets. Hence, the study accepts the null hypotheses I, II and IV. The relationship surrounded by Cash Conversion Ratio and Return On Assets described that, with the increasing Cash Conversion Ratio by 1%, the Return On Assets also increases by 278.3% which is quite unusual. In the model II, the value of R-squared is less compared to model I which indicates that Working Capital Management variables are less correlated and regressed with Return On Assets unlike in case of net profit. The adjusted R-squared is 0.507, which indicates that 50% change in Return On Assets is because of independent variables. In both models, Durbin Watson test result is less than 4; hence there is no autocorrelation within variables.
Conclusion:
The Working Capital Management is one of the vital areas of management, and has a significant impact on the profitability of company. This research study enquired the relationship between Working Capital Management and profitability of steel manufacturing companies during the tenure, [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] . From the findings, it was inferred that working capital variables have significant impact on both the dependent variables, namely Net Profit (NP) and Return on Assets (ROA). However, model I represents that more independent variables have significance related with net profit compared to model II, in which only one variable has significant impact on Return On Assets. The outcome of study is being supported by literature such as (Deloof, 2003) , (Raheman & Nasr, 2007) who had found a strong intense negative relationship between the components of Working Capital Management including the number of days' accounts receivables, number of days' inventories and Cash Conversion Cycle with organisations profitability. So it is recommended that steel manufacturing companies should reduce their Cash Conversion Cycle keeping working capital components at an optimum level, since cash conversion has significant negative relationship with net profit. This can be done by shortening the receivable collection period and expediting the process of converting the inventory into sale.
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